monetary policy. A central bank that implements a fixed exchange rate policy may face a situation where supply and demand would tend to push the value of the currency lower or higher. In a fixed exchange rate regime, these operations occur automatically, with the central bank clearing any excess demand or supply by purchasing or selling the foreign currency. Mixed exchange rate regimes ('dirty floats', target bands or similar variations) may require the use of foreign exchange operations (sterilized or unsterilized) to maintain the targeted exchange rate within the prescribed limits. Over the years, there has been an increase of credit from banks to the Nigerian economy. According to World Bank (2012) , domestic credit provided by banking sector in Nigeria between1980-2012 has being fluctuating. For instance, in 1980, domestic credit value was 21.3% of GDP. It gradually increased to 49.9% in 1986 which was the highest value for over 30 years now, while the lowest value was 4 (Aluko, 2007) . Against this backdrop, this paper examined the causality of reserve changes, domestic credit and output in Nigeria. It is structured as follows: Section two details the profile of foreign reserve and domestic credit and output in Nigeria. Section three outlines the review of relevant literatures. Methodology adopted is contained in section four whereas section five captures the presentation of empirical findings. The paper was concluded in section six.
Profile of foreign reserve, domestic credit and output in Nigeria:
As shown in These suggested that growth in the volume of contingent, liabilities could boost investment in the economy and exert a positive impact on level of productivity; hence having a contagious effect on the output level of goods and services in the economy. In the opposite direction, growth in GDP can also boost the total amount of new funds needed through the window of investment, productivity, inventions, innovation and diversification, thereby giving birth to the issue of new credits to fund new businesses and the expansion of already existing ones in the economy. The study recommended that the managers of the Nigeria economy should fashion out appropriate policies that will enhance the bi-directional flow of influence between the banking sector where investable
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Theoretical Framework and Methodology: Theoretical Framework:
The basic objective of this paper is to examine the casual relationship among reserve changes, domestic credit and output in Nigeria. The model of this study draws heavily on the reviewed literature to mimic the empirical works of Arshad (2008) for Pakistan, Iwedi (2012), Oluitan (2012) for Nigeria.
Methodology :
The ADF and Philip-Perron [PP] methods of unit root test were adopted to test for the stationarity of the variables. The causality among the variables is traced with the Johansen co-integration technique and the Granger causality test (GCT). Long-run relationship (co-integration) between two variables indicates that causality runs in at least one direction. It is one of the major thrust of this study to determine the causal relationship (if any) among reserve changes, domestic credit and output. The pairwise GCT was adopted to achieve this objective. A time series X is said to It is assumed that v 1t and v 2t are uncorrelated. Granger (1969) posits that X is said to Granger-cause Y if β i is not equal to zero and Y will also Granger-cause X if λ i is not equal to zero. If these two situations simultaneously exist, then bi-directional causality exist. The first two scenarios represent unidirectional causality and if none of them prevails, then it is concluded that there is independence between the two variables X and Y. This situation presents the simplest form of Granger causality specification which involves only two variables (X and Y), dealing with bilateral causality. However, in this study, the situation is more complex, involving three variables, thus, making it multivariable causality through the technique of vector autoregression (VAR). Thus, the GCT is based on estimating the following VAR model:
Where; RESV = Foreign Reserve, DCRE = Domestic Credit and OPUT = Output. The hypothesis of no causality between variables is rejected if the F-statistic for the restricted and unrestricted residual sum of squares is significant at the conventional 1% or 5% level of significance. In testing for just causality, one needs not present the estimated coefficients of the VAR model explicitly (Gujarati and Porter, 2009 ). Data for this study which spanned from 1970 to 2013 were sourced from WDI (2014). This period was chosen as a result of uniform availability of data for the selected variables.
Empirical Results:
The results of the ADF and PP unit root test for stationary of the variables presented in Table indicate that the variables became stationary after first differences. In other words, they are integrated of order one, I(1). Thus, we rejected the null hypothesis of non-stationary for all the variables. NB: ** implies significant at 1% level of significance.
Ganger Causality Test Results:
The optimal lag length fails at three for AIC lag selection criteria and at one for the SIC. Granger causality remains sensitive to lags. Thus, the empirical findings are guided by the optimal lags. The results of the Granger causality test indicate that unidirectional causality runs consistently from domestic credit to foreign reserves across the three lags. This implies that domestic credit causes total reserve and the converse does not exist. The results also revealed that, output Granger causes total domestic credit at lags one and two. The reverse of this unidirectional causality does not hold. At lag three, causality does not exist between the duos. No causality existed between domestic credit and output across the three lags (Table 2 ).
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Conclusion:
In the main, this study considered the casual relationship among foreign reserve changes, domestic credit and output in Nigeria. The model of this study leaned on the reviewed literature to mimic the empirical works of Arshad (2008) for Pakistan, Iwedi (2012), Oluitan (2012) for Nigeria. The results of the Granger causality test indicate that unidirectional causality runs consistently from domestic credit to foreign reserve across the three lags. This implies that domestic credit causes total reserve and the converse does not exist. The results also revealed that, output Granger causes total domestic credit at lags one and two. The reverse of this unidirectional causality does not hold. At lag three, causality does not exist between the duos. No causality existed between domestic credit and output across the three lags. On the basis of the empirical findings of this study, the authors hereby recommend that the authorities concerned should have eye on the foreign reserve at any moment they intent to tinker the size of the domestic credit. A reasonable size of output should be maintained in readiness for the time(s) when scaling up domestic credit makes economic sense. A future study may consider the causality that runs among foreign reserve changes, domestic credit and selected sectoral output as against the aggregate output as done in this study.
